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GHANA-KEY ECONOMIC INDICATORS 


1987 
INCOME AND TON 


GDP, current prices (billion ¢) 742.8 1057.9 1346.9 
GDP, constant 1984 prices (million ¢) 313 333 352.9 
Per capita GDP in current dollars 369 369 331 
Cocoa (1,000 mt; crop year begins Sept.) 183.0 305.0 295.0 
Gold (1,000 troy ounces) 328.0 372.9 429.5 
Diamonds (1,000 carats) 464.8 244.8 285 .6 
Manganese (1,000 mt)@ 295.1 252.3 334.5 
Bauxite (1,000 mt) 229.4 299.9 374.6 
Aluminum (1,000 mt) 150.3 160.8 167.6 
Index of manufacturing output (1977=100) 56.8> 62.1 N/A 
Electricity generated (million kwh) 4670.0 4807.8 5230.6 5720.9 


MONEY, PRICES, AND BUDGET (money figures in billions of Ghanaian cedis) 


Money supply (Mj; end-year) 132.3 189.2 204.1 265.2 
Cammercial lending rate (%; end-year) 26.0 26.0 23-31 23-31 
Consumer price index (1980=100) 1503.0 2078.0 2601.0 3511.0 
Government expenditure 107.0 149.9 204.2 265.4 
Government revenue and grants 111.0 153.8 214.5 279.0 
Government surplus/deficit 4.1 3.9 10.4 22.6 
Average exchange rate (cedi (c)/USS$): 147.1 202.5 270 326.2 


BALANCE OF PAYMENTS AND TRADE (money figures in millions of US dollars) 


Gross international reserves (year-end) 193.6 200.8 248.0 320.7 
External public debt (year-end) 3126.6 3223.6 2862.4 3043.1 
Debt service ratio (% of exports) 58.7 68.4 56.4 38.3 
Overall balance of payments 138.5 126.1 126.4 90.0 
Current account balance -101.9 -87.4 -122.5 -232.8 
Balance of trade -109.7 -110.4 -223.0 -348.0 
Exports (fob) 824.1 881.0 829.9 793.4 
Of which cocoa beans & products 495.4 462.0 411.4 308.0 
U.S. share (cif) 248.8 201.8 127.4 168.6 
Imports (fob) 933.8 991.4 1052.9 1141.2 
Of which oil 141.1 143.3 149.8 167.0 
Crude oil as % of imports 15.0 14.0 14.0 14.5 
U.S. share (fas) 114.6 137 ,3 122.7 138.4 


Principal U.S. exports (1990): aluminum oxide ($22.8m), petroleum coke ($18m), rice 
($7.2m), off-road vehicles ($5.7m), wheat (5.1m), cotton ($4.8m), used clothing . 


Princi U.S. j rts (1990): diamonds ($81.9 m), cocoa ($36.8m), tuna ($15.5), fuel oil 
($11.9). 


Sources: IMF, IBRD (national income and production, except cocoa, aluminum, minerals, and 
electricity; money, prices, and budget; and balance of payments and trade; Gill & Duffus 
Report No. 339 (cocoa output); Volta Aluminium Company (aluminum output); Volta River 
Authority (electricity generated); and U.S. Department of Canmerce (U.S. share of trade). 


Notes: 1990 data are subject to revision. N/A = not available (1990 minerals data were 
not compiled by 2/91). ®Manganese/bauxite data denote production, not exports. Dimputed 
fran the 12.1 percent growth estimate given in the 1988 Budget Statement. 





UMMARY 


Ghana's economy has made impressive strides after seven years of a 
stringent structural adjustment effort, known as the Economic 
Recovery Program (ERP). It was launched in 1983 after an extended 
period of economic decline and infrastructure deterioration. The 
response to reforms and realignment of incentives has been 
encouraging; GDP growth averaged over 5.5 percent per year from 
1983-89. In 1990, GDP growth fell to 2.7 percent and inflation 


accelerated, partly because of a poor food crop due to 
insufficient rains. 


Ghana still faces obstacles in the struggle for sustainable 
economic growth. The economy remains heavily reliant on the 
vagaries of rainfall and world prices for its main exports, cocoa, 
timber, and gold. In 1990, partly in response to the Gulf Crisis, 
the government increased petroleum product prices four times. 
Ghana also incurred large expenses to support its participation in 
a West African peacekeeping force in Liberia. High expenditures 
are expected in 1991 for the Non-Aligned Movement ministerial 
conference, scheduled for September in Accra. 


There is strong interest in U.S. products and technology, but low 


purchasing power and financing problems constrain imports. 
Significant commercial opportunities arise from donor-financed 
projects to rehabilitate infrastructure and improve basic 
services. Ghana has initiated a campaign to refurbish Accra and 
upgrade the international airport. 


BACKGROUND 


Ghana is a coastal West African country, rich in natural and human 
resources. At independence, Ghana had a diversified industrial 
base, good infrastructure, and strong social services, backed by 
large foreign reserves. Later, neglect of the rural sector, 
corruption, and a growing public sector drained government 
finances. The private sector was weakened by expropriations. 
Ghana's economy became one of the most distorted in Africa; by 
1982, it had virtually collapsed. By April 1983, the government 


recognized the need for radical economic reform and launched the 
ERP. 


ECONOMIC SITUATION AND TRENDS 


Economic restructuring in Ghana depends on large infusions of aid, 
about $570 million in 1990 alone. The recovery effort has been 
supported by the International Monetary Fund, World Bank, and 
bilateral donors. In the early years after 1983, stabilization 
was the primary objective. Since 1988, the ERP has emphasized 
financial sector reform, reduction of civil service payrolls, 
restoration of social services, restructuring of state-owned 
enterprises, and incentives for export sectors. 





Numerous underlying structural and social problems still remain. 
Underemployment is endemic, and many Ghanaians live in poverty. 
According to the 1987 Ghana Living Standards Survey, no more than 
20 percent drink safe water; just 22 percent have electric lights; 
and only about 28 percent see a doctor when ill. 


PRODUCTION AND INCOME 


Strong economic performance from 1984 to 1989 owed much to 
favorable rains, improved infrastructure, aid inflows, producer 
incentives and trade/foreign exchange liberalization. GDP growth 
in 1989 was a robust 6.1 percent. In 1990, it fell to 2.7 percent 
after a year of rising inflation, a mediocre food harvest caused 
by late rains, and low international cocoa prices. Four gasoline 
price increases in 1990 exacerbated the higher cost of living. 


Agriculture: Agriculture accounts for half of GDP, 66 percent of 
the labor force and over half of exports. The country is almost 
self-sufficient in food, except for rice, wheat, fish, and beef. 
Cocoa is the main cash crop, followed distantly by copra, peanuts, 
pineapples, kola nuts, coffee, cotton, and sheanuts. Non- 
traditional export crops are encouraged but remain modest in 
scale. Fish is the main protein source, but the fleet is 
antiquated and run down, and high fuel costs have crippled the 
industry. Lack of feed and prevalence of insect-borne disease, 
respectively, limit poultry and beef output. 


Ghana was once the world's leading cocoa producer. Increased 
production is a major goal of the economic recovery strategy. The 
1989-90 harvest was down slightly from the previous year. In the 
current season, an even smaller crop is expected, after late and 
inadequate rains in 1990. To boost production, the government 
increased the price paid to cocoa farmers from 36 percent of the 
average fob price in 1987-88 to about 50 percent in 1990/91. The 
overstaffed parastatal Cocoa Marketing Board (Cocobod) is slated 
for restructuring. In 1990, it removed subsidies on essential 


inputs used by cocoa farmers. Forty seven of its plantations have 
been offered for divestiture. 


Mining: Ghana is endowed with abundant mineral resources: gold, 
diamonds, manganese, and bauxite. As its colonial name of Gold 
Coast implied, Ghana ranks among the world's top potential gold 
producers. Annual output of gold peaked at over 900,000 oz per 
year in the early 1960s, but by 1983, it had fallen to 285,000 
oz. In 1989, output recovered to over 400,000 oz. Ashanti 
Goldfields Corporation (AGC), the largest producer and a joint 
venture with Britain's Lonrho, is implementing an extensive 
expansion program and expects to produce well over 400,000 oz in 
1991. Over 80 companies (several from the United States) are 


surveying or prospecting; 8 have mining licenses, and several are 
in production. 





In 1989, the government legalized gold sales by small-scale miners 
to the Precious Minerals and Marketing Corporation (PMMC). The 
scheme has begun to reduce smuggling. 


Diamond production in 1971 was 2.6 mn carats (cts), but declined 
to under 250,000 cts by 1988. It rose 16.7 percent in 1989. 
Smuggling cuts official receipts despite PMMC efforts to encourage 
legal sales. Ghana Consolidated Diamond Mines has been offered 
for divestiture. Manganese production rose over 30 percent, and 
bauxite output was up 25 percent in 1989. 


Industry: Ghana's industry is constrained by low demand, foreign 
competition, and lack of liquidity. Many enterprises were started 
when the cedi was greatly overvalued and have not adjusted to a 
liberalized trade and exchange regime. Much-needed rehabilitation 
has been delayed by lack of credit and working capital. Companies 
that can afford to upgrade plant and equipment are doing so. A 
major U.S. investment in aluminum smelting (VALCO) continues to 
operate profitably and is an important foreign exchange earner. 


Infrastructure: Ghana has about 12,000 km of main roads; 4,000 km 
are paved. Many are in bad condition. A strona emphasis on road- 
building is showing results, but many rural communities have not 
yet benefitted. A triangular 800-mile rail system links Kumasi, 
Takoradi, and Accra; the western leg is the export corridor for 
cocoa, timber, and minerals. Capacity is inadequate. Repair of 
the telephone system has improved service in Accra; satellite- 
linked International Direct Dial service was introduced in 1988. 


Energy: Ghana is blessed with tremendous hydroelectric 
resources. Installed hydro capacity is 1,072 mw. About 60 
percent of the power generated goes to aluminum smelting or is 
sold to Benin, Togo, and Cote d'Ivoire. The electricity grid was 
extended to the northern region in 1989. 


In 1989, two U.S. oil companies, ARCO and UNOCAL, drilled three 
offshore exploratory wells in a joint venture with Shell and 
Petro-Canada. AMOCO drilled a single offshore well in 1990. 
Ghana has not yet confirmed substantial hydrocarbon resources. 


GOVERNMENT, FINANCE AND BALANCE OF PAYMENTS 


Public Sector: Public finances have improved after strenuous 
Government of Ghana (GOG) efforts to control expenditures. In 
1990, the budget surplus (excluding capital outlays financed 
through external project aid) was equal to 0.2 percent of GDP. 
The overall fiscal deficit was 5.6 percent of GDP (includes 
project aid). Total expenditures were higher than budgeted, 
reflecting unanticipated expenses for the Liberian peacekeeping 
effort, plans for the 1991 Non-Aligned Movement conference in 
Accra, and higher net lending to state enterprises. 





The GOG controls 235 state-owned enterprises (SOEs) and has stakes 
in many other firms. In 1988, it offered 32 SOEs for joint 
venture participation; in 1990, 42 enterprises were identified 
for priority divestiture. State enterprise reform has proceeded 
slowly. In 1990, 23 enterprises were liquidated or divested. 


Money and Prices: The Bank of Ghana (BOG central bank) continued 
to impose credit ceilings on banks in 1990, to help restrain 
inflationary pressure. The credit squeeze is partly the result of 
a reform program to restructure state-owned banks and restore 
public confidence in the banking system. The reforms should 
eventually revive an ailing financial system, but the short-term 
effect is tight liquidity and higher interest rates. 


Average inflation for 1989 was 25 percent; in 1990, the rate 
jumped to 37 percent. Higher fuel prices, a mediocre 1990 food 
crop, large annua] cash payments to cocoa farmers, and a 
depreciating cedi contributed to inflationary pressures. 


Exchange Rates: The cedi depreciated steadily during 1990, from 
303 cedis to the dollar to 346 cedis. Foreign exchange is 
available through a central bank auction or from private foreign 


exchange bureaus. The bureaus have virtually eliminated the 
parallel market for foreign exchange. 


Trade and Payments: Imports rose, and export performance exceeded 
expectations in 1990, in spite of low world prices for cocoa (fob 
export value of cocoa declined 25 percent, 1989-90). Earnings 
from nontraditional exports fell 18 percent from 1988-89 with 
reduced exports of fish and aluminum products. External payments 
arrears ($650 million in 1983), were paid off by June 1990. 


OUTLOOK 


Ghana has achieved remarkable progress after seven years of 
politically risky reforms. Over the long term, steady progress in 
improving education, the civil service, the banking system, and 
infrastructure will lay a solid foundation for growth. However, 
the country still faces formidable structural and financial 
constraints. The economy remains highly dependent on foreign aid 
inflows. Sustainable growth will require much higher levels of 
domestic savings and investment. Inflation has risen steadily 
Since August 1989, and the economy is vulnerable to fluctuations 
in the price of cocoa, the major export, and oil, the major 
import. The foreign debt, most of it owed to the IMF and the 
World Bank, is large relative to GDP. Debt service ratios are 
high, though they are declining from a 1988 peak. Public sector 
restructuring and lack of new job opportunities add to urban 
unemployment, exacerbate low real incomes and suppress consumer 
demand. Aid inflows of $570 million in 1990, projected to 
continue through 1991, will help to support GDP growth. 





IMPLICATIONS FOR THE UNITED STATE 


TRADE 


U.S.-Ghana Trade: The United States-owned Volta Aluminum Company 
(VALCO) aluminum smelter keeps the United States among Ghana's 
principal trading partners. Many of its inputs come from the 
United States. 1990 data show that United States exports to Ghana 
increased 12.8 percent, while imports from Ghana rose 32.2 percent 
from 1989 levels. 


Other Suppliers: The United Kingdom is the largest supplier 
because of long-standing trade links and investments, supplemented 
by export credit lines and aid tie-ins. Other European Community 
(EC) members, principally Germany and France, are increasing their 
market shares; exports are often tied to aid programs. Japanese 
exports, mostly aid-tied, are rising rapidly. EC members and the 
United States are the main suppliers of machinery and equipment, 
commercial vehicles, industrial inputs, processed foods/beverages, 
and consumer goods, while Japan and South Korea dominate autos, 
utility vehicles, and consumer electronics. 


Import Environment: Import restrictions and foreign exchange 
controls have been virtually eliminated. An Import Declaration 
Form (IDF) is required of all importers, stating that transactions 
must be conducted within Ghanaian law. Importers must also 
present a Tax Clearance Certificate before clearing their goods. 


Security at the ports has improved, but there may be handling and 
customs delays or pilferage. A handful of items are prohibited or 
restricted by high import excise taxes (beer/stout, cigarettes, 
cement pipes, roofing sheets, and asbestos/fibers), Preshipment 
inspection by SGS (Societe Generale de Surveillance) is required 
for consignments valued at over $5,000 (fob). 


Opportunities: Opportunities for U.S. exporters of goods and 
services exist among projects financed by foreign donors, 
especially the World Bank, African Development Bank (AFDB), UN 
bodies, OPEC, and Arab donors. Many projects require engineering 
and consulting services, or specialized equipment. U.S. firms 
have won tenders for projects in timber sector rehabilitation, 
power grid extension, and road building. 


The best prospects for U.S. exporters of machinery and equipment 
are in: mining and smelting; earthmoving and construction; 
agricultural tractors; urban lighting and electrical distribution; 
computers; and transport, especially commercial aircraft, heavy 
trucks, and light commercial/utility vehicles. U.S. suppliers of 
raw materials, semifinished goods, packaged foods, used clothing, 
cosmetics/hair care products and consumer goods will find markets, 
although orders may be small. There are opportunities for 





commercial sales of U.S. agricultural commodities, and management, 
engineering, and consultancy services. Where sales are not linked 
to external funding, price and financing are key considerations. 


INVESTMENT 


U.S. Role: U.S. investments form one of the largest stocks of 
foreign capital in Ghana, with a replacement value of over half a 
billion dollars. The VALCO smelter is the country's largest 
foreign investment, but there are also U.S. ventures in 
manufacturing (batteries, insecticides, and pharmaceuticals), 
tuna, timber treatment, petroleum product sales, and gold mining. 
The Overseas Private Investment Corporation (OPIC) offers 
insurance, guarantees and financing to U.S. investors in Ghana. 


Investment Climate: The 1985 Investment Code offers incentives 
for priority sectors: agriculture, manufacturing, construction, 
and tourism. Separate mining and petroleum laws provide a 
well-defined and more favorable framework for ventures in those 
areas. Full foreign ownership is technically possible, but only 
for net foreign exchange-earning ventures. Investors work with 
Ghana Investments Center, except in mining (Minerals Commission) 
and petroleum exploration (Ghana National Petroleum Corporation). 


Inputs for production can be expensive to obtain and electricity, 
water and communications are not fully reliable, even in urban 
areas. Remittance of dividends occurs through the central bank's 
foreign exchange auction. Investors should seek clear definition 
of their rights to remit profits and repatriate capital. 


Opportunities: Gold mining, agribusiness, oil exploration, and 
equipment leasing are among the more attractive investment areas. 
Ghana's beaches, colonial forts, and rich culture hold promise for 
tourism investment once the supporting infrastructure is 
established. More information on trade and investment 
opportunities is available from the Ghana Desk, International 
Trade Administration, U.S. Department of Commerce, Washington 
D.C., or the Commercial Section of the U.S. Embassy in Accra. 


* U.S. Government Printing Office : 1991 - 282-906/20059 





